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A Study on Small Business Enterprises in Bangladesh - Searching 
for Gro·wth Factors and Obstacles 
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Abstract : Smail businesses are the heart of the market-ba~ed economy with their business openHions 
in rural and urban areas of de\leloped and developing countries. ln Bangladesh. small business 
enterpris es are playing a significan t role by contributing to the production and servi ces, employment 
and thereby to GDP. But these are found to face severe competition and differem types of constrnints. 
As a result, these have not achieved substantia[ growth. In view of this, the present study is primurily 
aimed at identifying factors and obstacles that influence the growth of SBEs. Finally the paper suggests 
some policy measures which are expected to excei the growth of SBEs. 
Keywords : Small Business. Growth of SBE. Factors, Obstacles. 
Introduction 
Small Business Enterprises are integral part of total business and industry of 
Bangladesh. In the economic development of Bangladesh Small Business 
Enterprises can play a vital role by producing goods and rendering services for 
meeting domestic demand and exporting to foreign countries, generating larger 
employment opportunities, adopting modern technology and investing required 
capital in much needed sectors. In Bangladesh, Small Business Enterprises 
(SEEs) are believed to have employed 87% of the total industrial working forces 
and to produce large number of goods and services. The contribution of SBE's to 
GDP is 3.30% in 1995-96, which is very negligible as compared to other 
developing countries of the world. Notwithstanding the greater potentialities for 
developing small business enterprises in the economic emancipation of 
Bangladesh, the growth of this sector itself has remained relatively slow so far 
(Rahman: 1991). 
The definition of small busi.ness has undergone changes from time to time. In 
general it refers to any industrial unit, which is defined as a factory under the 
Factories Act 1965 i.e. any premise including the precincts thereof where in ten 
Jr more workers are working in any part of which a manufacturing process is 
Jeing carried off with or without the aid of power excluding a mine, subject to the 
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operation of Mine Act 1923 (IV of 1923). According to the Industrial Policy 1999 
small industry refers to the industrial organisations where below 50 workers work 
(other than members of family like cottage industry) and/or investment of fixed 
capital is less than 10 crores. The US Committee for Economic Development 
defines a small business as being an initiated largely seif financed, independently 
managed, localised in operation and of :relatively :small si.ze (Steinhoff and 
Burgess: 1988a). For the purpose. of study~ small business is deemed to be one 
which can employ more than 50 workers and is 1ndependently owned an9 
operated and not dominant at this field of operation. 
There are three phases in the growth of any business i) The initial expansion and 
accumulation of capitals. and assets, ii) The expansion into new markets and lines 
to help assure the continuing development of new structures and iii) The 
continuing development and maintenance of growth throughout the whole life 
span of the business. For the purpose of the study~ growth of business is deemed 
to be the expansion of small business in. directions such as employment growth, 
turnover growth, profit growth, assets growth, net worth growth~ enhancement of 
new markets, and control and increase productivity ere. 
The performance and growth of any enterprise, regardless of its size is affected by 
the factors prevailing in and around the.business. Nature and kinds of factors may 
vary from country to country or even region to region within the. same country 
depending on the pattern of management, external support of financing, 
entrepreneurship, technical manpower resources·;· technology, government policy, 
structure of the economy etc. In general, factors affecting the growth of SEE's are 
of two kinds· internal factors (controllable factors) and external (uncontrollable 
factors). The internal factors consist of entrepreneur/managers' qualifications in 
terms of education, fundamental or basic and vocational training and experience, 
their attitude to the growth, personal objectives, management style and decision 
making, skilled human resources, pianning and controlling system, financial 
situation and capability management to cope ,with emerging change in business 
environment etc. The external factors include buyers' perceptions- existing and 
potential extracts, policy of financial institutions in respect of loan sanction and 
disbursement, interest and recovery of loan, government policy and measures in 
respect of taxation, tariff/VAT and duties, devaluation, liberalisation of import and · 
export, sectoral trends~ complexity and uncertainty in markets, social, political, 
technical, cultural, infrastructural and legal environment. 
Statement of the Problem 
Small businesses are the heart of the market-based economy with their business 
operations in rural and urban areas of developed and developing countries. The 
existence of a strong, healthy small business community has always been 
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recognised as the best way to preserve competition in our capitalis.tic societ~ 
prevent monopolistic control of any industry and thus assure the population of th 
benefits of competition through better prices and quality"products (Steinhoff an 
Burgess: 1988b). The small firms also act as economic buffers for targe firm 
(Shrinivasan: 1990). SBE~s have got recognition from public and other relate' 
authorities for their due role in the_ economic development of Bangladesh. Sine 
independence, various governments of Banglade.sh undertook several institutiom 
& non-institutional measures in the form of tax holidays, investment allowance: 
exemptions from duties, provision of finance through arrangements 
accommodation of foreign loan, development of money market and capit~ 
market and establishment of Bangladesh Small and Cottage Industrie 
Corporations (BSCIC) and setting of more specialised banks for encouraging th 
growth of small business enterprises including smaU industry; but SBE's have nc 
achieved substantial growth due to the dearth of pragmatic policies, frequer 
changes in Government, stances in respect of development and mismatch of othe 
relevant factors associated with business. 
Today's business world is very much competitive. Entrepreneurs, managemer 
and staff and· other interested groups face tougher competition and assume mor 
risks. SBE's shall have to face fierce competition at home and abroad after 200 
(as per terms of Uruguay Round). So, they must come up with new producl 
market strategy and innovative plans and ideas to survive and finally to find 
niche in the market. Against this backdrop, the present study aims at identifyin 
organisational and environmental factors that influence the growth and obstacle 
to the development of small business enterprises are required to be identifie 
which would help SBEs to cope with the emerging competitive environment. 
Objectives of the Study 
The principal objective of the present study is to identify obstades to the growt 
of SEEs in Bangladesh. To achieve this prime objective, the study covers th 
following specific objectives: 
* 
* 
* 
To determine the factors influencing the growth of SBEs in Bangladest 
To find out the major obstacles to the g~owth of SEEs in Bangln.des 
To suggest some measures including policy implications for overcomin 
the obstacles of SEEs in Bangladesh. 
Scope and IVIethodology of the Study 
Scope of the Study 
The study was conducted in the district of Chittagong (commercial capital as we 
as a port city of the country), Bangladesh. The major types of businesses ar 
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established in Chittagong and a lions share of import and export are transacted 
through Chittagong Port due to inheren~ advantages of this area. So researchers 
have covered SEE's in important sectors located under the district of Chittagong 
and the study has been confined to 120 SEEs taking 20 samples from selected 6 
important sectors. 
Methodology of the Study 
The present study is an empirkal one. Both primary and secondary data have been 
used for the purpose of study. First, 120 entrepreneurs of 6 categories were 
purposively selected so as to make it sure that the person is and has the knowledge 
and experience of an entrepreneur and executive. Respondents having both these 
qualities were expected to have the capacity to answer the questions correctly. 
Then questidnnaire schedule was prepared in the light of objectives of the study. 
Primary data haye been collected through direct interview method by 
interviewing the owner cum chief executives of selected SEE's. For secondary 
data, the existing published textbooks, magazines and research works concerning 
th]s area, relevant publ~catlons of Government and related organisations were 
reviewed. The data and information collected have been processed and tabulated 
manually. Statistical tools namely average, percentage and chi square (x2) test 
where re1evant have been used in the study. The data have been analysed carefully 
& critically in order to make the study more informative and useful to the 
concerned people and agencies- Govt. and Non-Govt: who are interested in this 
field. 
Review of the Existing Facilities for Growth and Development of SEEs in 
Bangladesh 
By conducting empirical survey and consulting available literature, papers, 
journals and magazines, followings are found to be facilities available for the 
growth and development of SBE~s jn Bangladesh: 
Financial Support 
Finance is an acute problem to the entrepreneurs of SBEs. Nevertheless a large 
number of financial institutions, banks and other organisations from both public 
and private sectors ar~ found to be involved in lending credit to SEEs in 
Bangl4desh. Notable among them are the Nationalised Commercjal Banks 
(NCBs), the specialised financial and non-banking financial institutions; 
Investment Corporation of Bangladesh (ICB), Bangladesh Small and Cottage 
Industries Corporations (BSCIC); Bangladesh Rural Development Board 
(BRDB), Co~operatjve Banks. a large number of NGOs, and International donor 
~gencies (APE, DANIDA, ILO~ NORAD, SIDA, UNDP~ US AID! etc.). 
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Education, Training and Research 
Environment and proper education. fDr.enterpreneurs.hip.development 1 trammg 
and research play a vital role for entrepreneurship development in a country. But 
the existing teaching method of Bangladesh is traditional and the educational 
systems and syllabuses are based on colonial modes and values (Alam: 1998). 
Currently. following institutions are offering some training programs for 
entrepreneurship development: 
* 
* 
* 
* 
* 
* 
Small and Cottage Industries Training Institute (SCITI) 
Bangladesh Institute of Management (BIM) 
Bureau of Manpower Employment Training (BMET) 
Universities 
Non-government Organisations (NGOs) and 
Business Associates 
Their training programs are very costly and lack relevance to the credit programs 
to a greater extent for which training becomes ineffective and insufficient (Alam: 
1998). So adequate number of skilled entrepreneurs has not so far been created. 
lnfrastructural Facilities 
Present condition of economic and social infrastructure JS too weak. Economic 
infrastructures such as transportation, communication, electricity, gas, water 
supply, banks, insurance~ administration. consultancy, land facilities have been 
developed properly. Underdeveloped infrastructure and lack of technological 
advancement might have hampered the development of SEE's adversely. 
Fiscal Incentives 
There are some fiscal incentives provided by the government authority-NBR to 
the deserving SEEs. Fiscal incentives for SBE's under Industrial Pohcy-1991 
included the tax holiday scheme of 7 years in the developed areas, 9 years in 
under developed areas and 12 years for the special economic zones. But these 
facilities were replaced by Industrial Policy 1999. This policy provides tax 
hoiiday for 5 to 7 years depending on nature of zone. But the frequent complaint 
voiced by the small business entrepreneurs is that the NBR procedures are 
complicated and highly bureaucratic (Momtaz Uddin: 1999). Most small business 
entrepreneurs .thus don't find it worthwhile to try to avail the tax-holiday facilities. 
Results and their Analysis 
Identification of Factors Influencing the Growth of selected SBE's in 
Bangladesh 
There is significant correlation between factors prevail1ng in and around business 
and growth of the same. Both internal organizational factors and external rnarket 
forces are determinants of the growth of SBEs although the magnitude of internal 
77 
Journal of the lnstiirute of Bankers, Bcmglr1desh 
and externa] forces in determining the growth of SBE's may vary. Factors 
influencing the growth of selected SBE's have been stated under different 
captions in Table-1 (Appendix-A). 
Tab!e-1 shows the internal (organizational) and external (env1ronmental) factors, 
which have been weighted with due magnitudes by the respondents. Internal 
organizational factors as stated in this table cover the significant aspects of 
entrepreneurship development, organization structure, financing pattern, human 
resources management, strategic management etc. Of the internal organizational 
factors, entrepreneurshjp development has occupied fjrst rank followed by 
financing pattern, organization structure, strategic management and human 
resource management in second, third, fourth and fifth respectively. It has also 
been evident from the analysis of internal organizational factors that some 
impOitant factors like. education and experience of entrepreneurs, management 
style, entrepreneurs financial capabibty, financing business activitjes from 
external sources and collateral for it, human potential of the organization, 
prospective and secured life of employees, effective business plan etc, have been 
recognized with utmost importance by sample respondents. The table also shows 
that external market forces cover all the important aspects of financial factors, 
Government and administrative factors, political and legal factors, economic 
factors, socio-cultural and natural factors, technological factors. infrastructura] 
factors etc. Of the external market forces. three factors~economic, government 
and administratjve factors and infrastructural factors have been placed in fourth 
place fol1owed by the factors like political factors in fifth, technological and 
socio-cultural and natural factors in sixt11 and financial factors in seventh placed 
by the sample respondents under study. It has also been evident that some factors 
such as financing pattern of Frsl government support and its policy, political 
stability growing population, fiscal and monetary policy, modern technologyl 
]nfrasrructural facilities, consumerism have been recognized as indispensable 
factors for business growth by the respondents under study. It is no exaggeration 
to say that a happy balance among factors is required to SEE's under· study for 
ensuring smooth functioning of business thereby achieving the expected growth 
and development of the same, because both factors are not mutually exc1usi ve, 
rather complementary. 
Major Obstacles to the Growth of SBEs in Bangladesh 
SBE's are found to have faced numerous obstacles to the growth. Major obstacles 
to the growth and development of SBE'sl which have been found from the pilot 
survey and survey of available literature, are stated in Table-2 (Appendix-A). 
Table-2 reveals the views of sample respondents by sector wise (average). The 
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study reveals that some obstacles viz., entJepreneurship development, lack of 
fi.n.ancing, default culture,. lack of skilled hum_an resource. political instability. 
technological. infrastructural faci1ities etc. are adversely affecting the growth of 
SBEs under study. Ratings of obstacles have been made with the help of opinions 
given by the respondent sectors (average). For statistical measurement of data in 
table-2, chi-square (calculations are shown in Appendix-B) test was used. This 
test has disclosed the fact that ranking of the different factors done by the 
respondents (sector-wise) was correct i.e. there is a good consensus among 
respondent sectors concerning the major obstacles to the growth of SBEs under 
study. The major obstacles as identified and ranked have been briefly outlined 
below: 
Entrepreneurship Development and Growth of SBE's: 
In Bangladesh, the first generation of business enterprises lacked required 
educat1on. experience and exposure to business as· well as trade, which have 
resulted in hasty and imprudent investment decision leading to the establishment 
of many sick enterprises. Respondents under study have placed this factor in first 
rank for its significance to the growth of SEE's. In this study 66.66% of 
entrepreneurs cum executives have emphasized on adequate and systematk 
measures for development of entrepreneurs as an jndispensable element for the 
growth of SBE's. 
Financing Small Business and Growth of SBE's: 
Respondents on an average under study have considered this factor as second 
important organizational force_ Most of the SBE's or start-up entrepreneurs have 
to rely heaviiy on personal savings and equity and mqney from family ai;Jd friends 
as they don't have access to formal Jend]ng institutions because of inadequate 
collateral and hjgh risk associated with long term loan. Moreover, SEE's cannot 
raise capital through stock exchange. All the respondents are found to have faced 
the problem of equity capital financing as one of the major impediment to the 
growth of SEE's. 
Lack of Educated and Skilled Human Resources and Growth of SBE's: 
This factor has been considered as the third important organizational factor by 
3? 1/3 percent respondents and fourth . important factor by 662/3 percent 
respondents under study. Skilled and edueated human resources are essential to 
increase the productivity and profitability of SEE's. Researchers have found that 
all enterprises under study have been facing an acute problem of adequate number 
of skilled and educated human resources, which has been a serious barrier to the 
growth and development of SBE's. Besides, technological advances in recent 
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years have made old skills and knowledge obsolete. Another important finding is 
that there are a few institutions in the country for imparting vocational training 
and other facihties to tl1e unskilled people. The present slow growth of SEE's 
might have been attributed significantly to these adverse factors concerning the 
lack of skilled and educated human resources. 
Default Culture and Existence of Distrust in FinanciaJ Environment: 
This is the fourth important factor recognized by the respondents under study. 
Loan default is a universal phenomenon associated with all types of business 
enterprises (Alam and Jahan: 1999). Cu1Tently the loan default position is quite 
enormous in the context of Bangladesh. After introduction of Financial Sector 
Reform Program (FSRP) in early 1990s, Bangladesh Bank and Government have 
made a breakthrough by publishing 100 largest defaulters list in the national 
newspapers to qeate awareness and to recover outstanding bank credit from the 
same. But expected rate of recovery has not been achieved. As a result, Bankers 
cannot trust entrepreneurs and entrepreneurs cannot rely on the sincer\ty of 
bankers. Sqme experts opjne that bad experiences with some defaulting 
entrepreneurs have led bankers to master the fine art of refusing credit requests. 
This opinion has been supported by 98% of the respondents. Default culture also 
leads t11e financial institutions not to have enough fund to provide to the new 
o. ppli cants. 
Political Instability and Lack of Political Commitment to the Development 
of SBE's: 
Growth of SEE's is undoubtedly related with patitical stability and government 
commitment towards jts development. In Bangladesh, political unrest is a 
common phenomenon. Political instability, distrust among political parties, 
indiscip1ine and confusjon in the society are leading to frequent 1abor disputes, 
strikes. hartals, gherao movement and lockouts in the area of business. These 
obstacles have given rise to a huge amount of socio-economic loss to the country. 
Due to the absence of political stability and commitment, economy of this country 
has remained stagnant during the last three decades. About 95% respondents 
under study have beld this factor responsible for the poor performance of SBEs }n 
Bangladesh. 
Impact of Technology 
Technology and growth of business are interrelated. One of the great forces that 
augurs the future of small business comes from the impact of technological 
change. Every scientific advance sooner or later spins off opportunity for small 
business (SchoHhammer and Kuriloff: 1987). Most of the sectors under study are 
found not aware about the advent of new technology in relevan·t sphere of 
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business rather using obsolete equipment and other peripheral techniques in 
production, distribution a_nd communication, which are making tbe cost of goods 
and services higher. Lack of knowledge about new technology is also a resistance 
to higher growth and quality of the products. So~ lot:ally produced goods and 
services can neither compete with imported goods nor capture the foreign market 
because of higher prices and lower quaJ1ty. 
Inadequate Research and Training Facilities 
Sample respondents have recognised this as an important factor for growth of 
SEE's. For success in busjness, both entrepreneurs and emp1oyees need training 
to be fit to deal with usual and unusual business tasks and to cope with the 
emerging competitive business environment. ln the absence of proper training, 
entrepreneurs will not be aware of heads and success ·of assistance towards 
becoming successful entrepreneurs; and employees cannot improve their job 
skills, such as improvement of administrative an9- organisationa} sblls, 
improvement of technolog)cal knowledge and skills, development of managerial 
attitude and philosophy etc. All these factors are common causes of business 
fai1ure. Meanwhile, growth of SBE's is still at shaky position, which needs 
concerted efforts through research both at government and private levels for 
overall improvement. 
Changes in Government Policy 
Frequent changes in Government policies have kept the growth of SEE's shakey. 
It has been observed that government policies relating to industrial policy, 
taxation poiicy, band of interest rate, export and import policy, incentives to the 
small-scale industries continue to change with the changes jn power of politics. 
Policies of different Governments in these areas are found to be inconsistent. As 
a result, SEEs incur economic losses and lose their confidence in Government 
policies. 
Law and Order Situation 
This is a vital in the arena of business environment of Bangladesh. Congenial law 
and order situation is another indispensable precondition for the growth of SBEs. 
Since independence in 1971. law and order situation in Bang1adesh has been 
gradua11y deteriorating and presently it appears to be a serious problem. Business 
sector, industrial sector, Government office, transport and communication sector, 
taxation department, customs department} electricity department are goldmines 
for corrupt and ten-mist pe9ple (Alam: 1999). The tenorists, smugglers and other 
anti-social people are now -very active in Bangladesh. As a result, property and 
life of entrepreneurs associated with SEE's are reportedly not secured at all. So 
foreign and local investors don't feel secured to invest in new ventures and 
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running their business efficiently which greatly hamper the growth of SEEs under 
study. 
Underdeveloped Infrastructure 
Lack of improved infrastructures including good transportation. communication 
tools, electricity, gas, water supply, consultancy services, land facilities and 
financial institutions create obstacles in the way of growth of SBE's in 
Bangladesh. SBE's under study have alleged that they cannot get connection of 
electricity, gas, water, and telephone line without paying undue money, e.g. 
bribery. The entrepreneurs alleged, that it takes more than 3 months to get 
telephone co~nection even after paying undue money, which jn other SAARC 
countries requires 3 to 18 days dependjng on the nature of business. 
Policy ln1pli~ations and Recommendations 
It is evident from the above anaJysis of factors of growth and obstacles to the 
growth SBE,s that a11 relevant authorities regardless of Government, opposition 
in parliament} business communities, entrepreneurs and bankers should 
promulgate policies like industrial policy, fiscal policy~ import and export policy 
and other supportive pobcies to overcome the obstacles in the way of growth of 
SEE's. These will help creating a sound business environment and attracting 
foreign and loca1 investors to invest in this potential sector. In this context, 
following measures and policies can be taken to overcome or minimise the 
obstacles as mentioned earlier and ensure an effective congenial business 
environment and thereby accelerate the growth of SBE's in Bangladesh: 
Development of Entrepreneurship and Managerial Talent 
The main input for development of entrepreneurship and management talent is 
training program wh:ich increases motivation~ changes attitude of both 
enrrepreneurs and executives and focuses and teaches on how to appraise projects, 
manage projects, manage finance and start small business enterprises, and have. to 
use effectively the essential of management techniques in the business. Such 
training program for entrepreneurship deve1opment can be designed so that 
entrepreneurial qualities, intelligence, industrious, innovative, enterprising taienr 
and risk taking capabi!Hy etc can be enhanced. To achieve these, Government 
organisations like Smail and Cottage Industry Training Institute (SCITI), Youth 
Directorate for Training, and NGO's, universities and trade associations can play 
a vital role for the development of entrepreneurs and management talent with 
frequent and goal oriented train1ng program. Tjmely evaluation of the programs 
is also essential to make them objective and requirement based. 
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Research and Development Fonun 
Entrepreneurs, bankers and policy makers need information about potential nnd 
existing competitors. finance, market and technology as well. A research. cell 
involving representatives from concerned agencies including universities can be 
engaged in finding innovative plans and ideas refining information, developing 
new method of production and collecting the news about the advent of new 
technology in business. This type of ceil may be formed either at private level or 
at government level or both so that all interested groups can get information for 
the development of business and activities upon request on fee basis. 
Financial Assistance 
Researchers have found from survey of various literatures and experts' opinions 
that enough funds for loan are available with the banks and NGO's; but the 
problem lies with the confidence gap that exist's between bankers and 
entrepreneurs. This confidence gap can be attributed to unscrupulous practices of 
certain bankers and businessmen. An another obstacle to the access to 
institutional credit is collateraL To build confidence between parties and to 
overcome the problem of coHateral, following measures can be of worth 
consideration: 
... ~-
* 
* 
* 
* 
Entrepreneurs must invest time and energy in developjng a business plan that 
must be economically and sodally viable and feasible and will have a better 
chance of getting accepted by bankers. 
Bankers must ensure that they treat all the clients equally and don't encourage 
biased decisions regarding sanctioning loans. 
Bankers all together can enhance the faith of the loanees by disclosing facts 
regarding loan default of few influentialloanees. 
Bankers must carefully assess the relevant features of the borrower including 
his character and capacity, prospect and feasibility of the proposed project. 
They should also ensure close monitoring on the implementation of loan 
projects. 
Bangladesh Bank with the help of Government can ensure that financial 
institutions set aside a portion of their investlble funds for SEE's. From that 
Fis can provide the bon·owers of SEE's with certain amount of loan for 
financing working capital with personal security and for expansion of product 
lines or business without collateral up to certain amount (say Tk. 10,00~000) 
with collateral (movable and immovable) above that amount. 
Government Policies 
Government and opposition in the parliament on the basis of consensus should 
frame relevant policies permanently through revision of existing polkies in order 
to (a) bring back the conf1dence of entrepreneurs of SBE's in government policies 
(b) ensure consistency in ail policies (c) protect the interest of SEE's by removing 
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or minimising tariff wall (d) make SEE's competitive in domesrjc and foreign 
mar~et (e) establish a special tribunal to dispose the pending cases quickly 
regarding loan defaulting. 
Development of Infrastructure 
To improve infrastructural development in the business environment. 
Government should take necessary legal and administrative and development 
measures on priority basis. These measures are expected not only to improve 
current economic infrastructure but also to reduce the imbalance in industrial 
development of Bangladesh. 
Refe1·ences: 
Alam, M.N. and Jahan, S.B., nDefault Culture in Banking Sector of Bangladesh"~ 
Bank Parikrama, Vol. XXIV, No. l, March 1999, P~23. 
Alam, M.S., ''Enterpreneurship in Bangladesh: A study of it's development in 
greater Chittagong·r, University of Chittagong, Chittagong, July 1998 (an 
unpublished Ph.D. Thesis), p-261. 
Ibid, p-262. 
Ibid, p-172. 
Bangladesh Bureau of Statistics, Statistics Division, Ministry of Planning, 
Government of the People)s Republic of Bangladesh, Stadstical Pocket Book of 
Bangladesh, 1997/98. 
Broom, R.N. and Longenecker, G.Justin; "Small Business Management", South 
Publishing Co. Cinannati, Ohio, 1979, p-42. 
Rahman, A.H.M.Habibur & Associates, ''Entrepreneurship and Small Enterprise 
Development in Bangladesh", Bureau of Business Research, Dhaka University, 
1991, p-122. 
Momtaz Uddin, Ahmed, '1Small and Cottage Industries (envisaged) Development 
Policies in Bangladesh: An Analysis of Effectiveness jn the Context of Industrial 
Policy 1991, Bank Pan'krama, Vol. XXIV, No. 1, March 1999, PH 13. 
Scho11hammer, H. and Kuri1off, A.H., uEntrepreneurshlp and Small Business 
Management", Raben E. Krieger Publishing Company, Malabar, Florida, 1987, 
P-426. . 
Srinivasan. A.V., Japanese Management, McGraw Hjll Publishing Company Ltd, 
New Delhi, 19901 p-15. 
Steinhoff, Dan and Burgess, John F.a, "Small Business Management 
Fundamentals, McGraw HiH Book Company, New York, 1988, p-5. 
84 
(X) 
Vt 
Appendix-A 
Table-t Statement showing the Factors influencing the growth of SBE's under study 
Sectors of SBEs 
!ntcrnal/Controlbblc Factors Textiles Textiles Food Chemicals Electrical Other Sectors including Total Average 
& & & & & Printing & Publication, 
G<trment~ Garments Allied Pharma Electronic~ Leather, Packaging 
l. Development of Entrepreneurship 
20 16 20 20 1!6 i) Educmion & Training 20 20 
ii} Leadership Qualities & innovative 20 i4 17 18 14 14 97 
iii} Attitude & Growth · 16 17 15 t2 13 lS 9l 19 
2. Pattem of Organisation 12 18 rs 13 20 15 101 
i) Management Style 20 12 14 12 17 14 89 
ii) Planning and Controlling 16 18 19 20 20 I9 112 
iii) Decision M:1king !5 16 18 17 18 l4 98. l7 
iv) Accounting System & Accounlabllity 
3. Pattern of Financing 
i) Entrepreneurs' Financial CapabiJi(y 20 20 20 20 20 20 120 
ii) Financing from External 
Financial Agencies & Collateral 20 20 18 19 20 18 l!S 
iii) Raising of Capitnl from Capital Makcls 16 14 I3 15 l7 ' 18 93 18 
4. Human Resources Mana.gemcnt 
i) Human Potential of the Organisation 20 i4 17 18 16 13 98 
ii) Provision for Training 12 10 lO !7 [4 12 75 
iii) Motivation-Financial & Non-fiMntial 10 13 IS \4 l8 12 82 
iv) Prospective and Secured Life 20 18 15 20 20 14 107 !5 
5. Strategic Mnnagemenl 
i) Bu~iness Plan 20 20 20 20 20 20 120 
ii) Credit Management 20 !2 18 J6 14 15 95 
iii) Marketing Products l J 10 13 18 18 IO 81! 
. iv) Union-Mgt. Re!ntionship 18 19 10 17 12 12 R8 16 
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Extcrnrii/U1iconlrollable Factors 
1. Financial Sectors 
i) Financing Paucrn~ of fl'~ 
i i) Development or Stock Markets 
iil) Philo:;ophy of Foreign Loan Giving Agencies & 
Donor Countries 
2. Gov·t. & Administrative Factors 
1) Govl. Support & Liberal lmlustria! Policy 
ii) Bureaucm!ic complicity & Rcd-Tapism in 
re;;pectivc Secretaries 
iii) Commitment to the Development of SB Es 
3- Political & Legaf Factors 
i) Political Stability 
ii) Political institution!' Legislature Executives & 
Judici~•ry 
iii) L<~w & Order Sillli!lion 
4. Ecorwmic J~acLors 
i) Growing popul;~lion 
· ii) Fisc.1l & Monetary Policy 
iii) Inflation & Devaluation 
5. Sodo~Cultural & Natural Factors 
i) Dcm<tnd and Supply oi Good.s & Se:rvic:cs 
ii) Concern for Ecology & At! nf God 
iii) Consumerism 
6. Technological Factors 
i) Advcm of Modern Technology in Production & 
Communication 
ii) Effici~t11 MIS 
7. !nfrastructura! Factors 
i) Supply of LamL (I~O<lCI. River & Air) Sy:-acm 
. '·ii) Supply o.f Land. Ga~. Ek:ctr!city etc. 
·:iii)' lnformalion tllrough-Tclc:plmnt:. Fax, c-m;1iL 
!nleJ=n¢! f;lci1itits 
Source :· Field Survey 
20 20 20 
12 9 8 
10 10 10 
20 20 18 
20 10 12 
lS 12 13 
20 20 !4 
20 12 J 2 
20 12 13 
17 20 2(} 
20 20 18 
20 15 10 
12 10 14 
14 12 l3 
18 13 18 
20 14 13 
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20 10· 18 
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8 6 ! l 
20 20 17 
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!S !8 lO 
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12 13 !2 
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18 18 10 
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Appendix-B 
Table~2 Showing the identification of Major Obstacles to the growth of SR's under study 
Major Obstacles 
Distributkln of Respondents Sectors by Factors Total 
l 2 3 4 5 6 7 8 9 lO 
First Genernlion Entrepreneurs, lack 4 I l 6 
of experience and educaLion that led 66.66% 16.67% !6.67% -
~ 
- - -
r 
- 100% 
to improper l!westment Decision 
Lack of Equity Capital Financing 2 4 6 
33.34% 66.66% - - - - - - - - 100% 
Defult Culture and non-existence of 2 I 2 l 6 
Trust between Fls :md Entrepreneurs - - - - - -33.34% 16.67% 33.34% 16.67% 100% 
Inadequate Rese<~rch and Tmining I r I 1 2 6 
Facilities - - ' - -16.66% 16.66% 16.66% i6.66% 33.36% 100% 
Lack of Educated & Skilled Human 2 4 6 
Resources - - - - - - - -33.34% 66.66% !00% 
Use of Obsolete Equi pmcnt and non- 2 2 1 I 6 
- - -
. 
-
-
adoption of Modern Technology 33.34% 3334% 16.66% 16.66% 100% 
Frequent Chang~s in Governmem 3 1 2 6 
- -
- - - - -Policy 50% 16.67% 33.33% 100% 
Political Unrest and lack of I I I 1 2 6 
Commitment to Development - - - 16.66% 16.67% 16.66% 16.66% 33.34% - - 100% 
Dererioration of Law and Order l 2 2 1 6 
Situation - - 16.66% - - - - 33.34% 33.34% 100% 16.66% 
Undeveloped lnfr.astruc ;urc 2 l 3 6 
- -
-
- - - -33.34% !6.66% 50% 100% 
'Total 6 0 6 6 6 6 6 6 6 6 6 
. .. 
··--- -- - --- ------
L.. -
---
- ____ L_ 
Sourci: : field survey 
I. Value of :x_"l = 126.98. Critical Vi11m: at 9 degree of freedom at 0.01 level or f;igni(ic;mce i!> 2l.666. 
2. Re~carchcrs have mf!d-e n 11 compu lation:o;. 
Ri Ri2 
9 81 
JO 100 
26 676 
42 1764 
22 484 
41 1681 
44 1963 
37 !369 
47 2209 
52 2704 
I:Ri2::ol3004 
I 
r_..., 
1::1 
-
"' ;::;-
~ 
~ 
& 
~ 
~ 
~ 
C) 
:.. 
~ 
~ 
b:J 
t;· 
s· 
tt. 
~ 
~ ;;,: 
'ti 
~ 
<:;· 
n:. 
.... 
Journal of 1he Instiilute. of Bankers, Ba11gladesh 
Appendix-C 
Calculation of Chi-square (X2) in order to know the relationship between 
respondent sectors and their responses as to major obstacles to the growth of 
SBEs in Bangladesh. 
We know, the equation of X2 = K (N-1) W 
Where 
= 6 ( l 0-l) 2. 3 5 14 
= 126.98 
K= Number of sets of rankings i.e. 6 
N:::: Number of objects being ranked i.e 10 
W= Kendall Coefficient of Concordance 
- L12 Ri2 ~ 3k2 N(_N-1)2 . 
KZ N (N2-l) 
12Xl3,004- 3 (62) 10 (10-1)2 
= 61Xl 0 (1 02-l) 
;;;: 12X 13,3,004- 87,480 
29160 
= 2.3514 
The critical value of (X2) at 9 degree (N-1) of freedom at 0.0 l level of significance 
is 21.666, but observed value is 126.9. This implies that there exists significant 
relationship between respondent sectors and their ratings and respondents have 
opined consciously. This rejects the null hypothesis that respondents ratings are 
not related each other. Therefore, it can be concluded that there is a good 
consensus among respondents sectors concern1ng the major obstacles to the 
growth bf SEEs in Bangladesh. 
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Appendix-D 
Table-3 Identification of Major Obstacles to the Growth .. of SBE's in Bangladesh 
(According to Sample Experts) 
First generation Entrepreneurs, Lack of Default cLJittJrc lnadcquat Lack of Usc of Political 
lack of experience & education & non- education ob~olele Frequ!';n! unre5t and equity ex istcnce of e research equipment & changes Undeveloped which· arc m~in of & skilled lack of c<m~es 
capital (rust between & !mining noTI-adltion in GovL. infrastucturc improper inve!>Lmem decision FJs & human nfmo em policy commitment & led !he enterprise to sickness financing entrepreneurs facilities facilitie~ 1edmology to the dcv 
l 2 5 6 3 7 9 4 8 
1 2 6 10 4 9 s 5 3 
2 ! 3 10 4 5 9 6 8 
3 I 5 2 4 7 6 g 9 
I 2 4 5 3 8 6 7 9 
I 2 3 6 4 'j 6 7 10 
9 10 26 42 22 4! 44 37 47 
l !l LV VII m VI vrn v IX 
1.50 1.67 4.33 7.00 3.67 6_83 7.33 6.17 7.8:-1 
5.5 
Rl 100 676 1764 484 1681 1936 1.169 2209 
13004 
------------ -----
.... 
---------- --
Deterioration 
nf law and 
ordt:r 
situation 
JO 
7 
7 
10 
10 
8 
52 
X 
8.67 
2704 
Note: ZRi denotes summation of each oh~tacle, R represents rank of each obstacle, Ri represents menn of e!lch obstnclc. H simple ;wer;1gc of 1owl ranks, Ri~ squares 
of each obstacle :~nd 1:Ri2 summation of squares of '-Ill ubs!aclc.'>. 
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